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THE COST-ACCOURTING SYSTEY IN THR
HARBIN RATLWAY SHOPS

The cost-accounting system of the Harbin Railvay Shops was devslopad
collectively by the workers. When the shop nmanagement wianted to know the sost
of various operations, the workers discussed the meaas of determiming such . .
costs. Although the workers had little theoretical knowledge of the subject, .
they were convinced that a pooling of their practical experience couid be use- i
ful.

The firsi result of considersble discussion wes the assigning of & nugher
to each job and to emch operation. Then the requisition of materials, end &
record of the time required for the Job were handled under the assigred numbers »
and indirect expenses apportioned according to the Job musber. Clazsification
categories Zsre sed up Iur the entire job , to include all laber and materials
in the various steps fron beginning to end. Thus, the Harbin shop's cost-
accounting system was formulated.

The purpose of the system is to know the total cost of a repair Job, . S
including labor costs, material costs, and manufacturing costs. Eince the . |
vork of this repair shop consists of repairing locomotives, peseenger and .
freight cars, including wheel assemblies » 8nd the manufacture of replacement
parts, the problem ¥as how to secure accurate control of all coat figures, in
view of the diversity of jobs aud operations » auld the considerable time required
on some of thenm,

Labor Costs

A careful checking system was instituted. Every worker must carry his i
- numbered identification card and turn it in at the office when he leaves. He :
must receive from his foreman a slip showing the pay due him for each job, :
figured by piece rates ~ hour rates » before going to another job. If he vorks,
for example, cn five different jobs having five.different Job numbers he must
have five slips bearing the respective numbers » showing the time gpent on each
Job and the pay to whichb he is entitled in each case. The mctual working tims,
excluding overtime or lost time, shouid agree with the totel time recorded on
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the job slips. A daily check of the working time revorted or all loh g
1z made by tne generel). tinmckeeper from his records ; and the total Yime
recorded upon esch work-slip. Thase two totals ghould be in agreenent. This
is the basis om which each workman 1a paid, '

1in
=7
1s

Thke purpose of securing ap 2ccurate record of working tize is t¢ compute
tha production rate of shop labor med to distribute the labor coot and irdirecy
cost for each operatvinn on each job. For inastance, cupposc Job Ho 111-1159 .
required 30 acurs work. At the end of the month, the total direct labor coat !
of the whole shop concernmed 1s celeulated. This Plgure is derived by totaling .
tho voges paid to all workmen inm the shop according to their pay elips for the !
zoath. Theu the totel mmbsr of howrs work put inm by all the workmen in the !
shop for the month, based upor: their pay slips 1s couputed. By dividing the £
forzer figure by the latter ; th2 mpit labor cost per hour per workman in found. i
T? thic vere 4o work cut to 10 »OC0 yuan per man-hour, then the labor cost of
Job 111-1159 would be 200,000 yuaa.
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Material Cost '

The material cost system requires o central materials warzhouse to
control all aceeseion, storage , lssuing, end returr of materiasls. Ho single
seetion of {he shop may store waterials. Tois system iy the result of ampecy.
lence wivh wateriasls uanagement in various railvay shops. All shopa constantliy
bave vaste, broken, and spoiled materials showing up. Each ghop siction reports
such materials on s salvage collection report blank or in o snortage and
breakege record took, and sends the reported materials to the centrsl materials
varchouse. The warehouse then sets a value on each item according to its
condition and werth and stores it for possible future use, This value 15 then
deducted from the indirect coste of the shop section from which it cage.

For example, if & part is taken from a car under repair or aweiting repair
to meet an urgent need, a materials return alip is credited o the accuunt of
the car from which 1t vas teken, and slauitaneously o requisition slip bearing i
the number of the Job on wkich the borrowed part vwas used is executed and
charged against the torrowing job. There slips naturally pass torough the
office of the central waterisls varehouse, 0 thot the proper materials coat
éniries may te made for botha Jobs, At the exd of each month , the cost-accrunt-
ing department enters the materials cost cuarges for each repair or manufsetur-
ing job on the basis of ike raquisition {igguing) and raturp siips which have
been properly numbered, authenticated and, sent in by the warchouse.

Indirect or Overhead Costs

What should be included in indirect costs » Or overhead? what galarien
and wages should be included? To what extent should maintencnce and repsir
costs of plant and equipment be included and apportioned as job costs? Answvers
to all of these &and other kindred questions have to be arrived at after

. thorough aralysis and sdjudication. Also to be inciuisd asd apporticned are
depreciation, loss and breskage, transport section expennes, materials seation
digbursements, power-supply costs and office overhead expeuses. . i
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